
 
Weekly Review 

 

The week in perspective: Rand weaker as global factors outweigh SARB hike  

The SA Reserve Bank’s (SARB) final interest rate meeting of the year was the key event on 

the local calendar last week (the domestic section provides a brief overview of the 

outcome). Other noteworthy, and concerning, domestic developments were strong 

indications of sabotage at one of Eskom’s better performing coal-fired power stations and 

an uptick in new domestic COVID-19 cases. Globally, the escalating COVID-19 fourth wave 

in many parts of Europe, the related government response, and the continued shift in 

expectations for the first US policy interest rate hike were in focus.  

After another week of load-shedding, Eskom’s management on Friday made serious 

allegations of sabotage at its Lethabo Power Station in Vereeniging. Apparently, unknown 

perpetrators cut the stays attached to the pylon power lines that feed electricity to the 

power station. This caused a line to trip. If not for speedy corrective measures from the 

management team at the plant, this could have had more serious consequences. It would 

have meant the loss of power to the conveyor belts that feed coal to the station, resulting 

in the loss of 3 600MW in generation capacity and ultimately stage 6 load-shedding, 

according to Eskom CEO André de Ruyter. There have been allegations of late about 

possible coordinated action from former Eskom employees and state capture beneficiaries 

to destabilise SA power supply. According to this narrative, the ultimate aim is to force the 

current Eskom management out. If true, this adds another layer of risk to the local power 

supply. Outside of the electricity sector, the unprecedented theft of cable on strategically 

important export rail lines and the debilitating actions of the construction mafia are further 

examples where criminality has become a constraint on economic activity. If left 

unaddressed, these acts will curtail SA’s real GDP growth prospects.  

On the domestic COVID-19 front, new cases over the past week have started to trend 

higher. Although from very low levels, the country-wide 7-day rolling average of new cases 

almost doubled from 283 last Sunday to 560 yesterday. The rise in new cases was driven 

by Gauteng where cases spiked over the past week. It is not clear whether this is linked to 

gatherings as people voted in the municipal election (1 November). If so, COVID 19 cases 

should be rising more noticeably in all regions, albeit that Gauteng has the highest 

population density of all the provinces. Key will be whether the rise in cases continues in 
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upcoming weeks and the pace thereof, especially if cases also start increasing in other provinces.  

In other news, credit rating agencies Moody’s and S&P Global were both scheduled to provide an update on SA’s credit 

rating on Friday. However, both agencies refrained from pronouncing on the rating. This means that, for now, SA’s foreign 

currency ratings remain unchanged at three notches below investment grade (S&P Global) and two notches below in the case 

of Moody’s. The non-decisions are in line with our view that, in the foreseeable future, the ratings will remain unchanged. 

However, the Moody’s rating does carry a negative outlook. This implies that they will probably need to decide on whether to 

upgrade the outlook to stable, or to downgrade the rating, in 2022. This could happen after the February 2022 budget.  

In financial markets, the US dollar had another good week, gaining almost 1% versus the euro to the strongest level since 

July 2020. The latest leg-up for the greenback was driven by hawkish 

comments from key US Federal Reserve (Fed) officials in favour of more 

aggressive tapering of bond purchases. In addition, economists at major 

banks, including JP Morgan and Deutsche Bank, brought forward their 

expectation for when the Fed could start to hike the policy interest rate to the 

second half of 2022. At the same time, a surge in COVID-19 cases and new 

lockdown restrictions in several European countries clouded the Eurozone real 

GDP growth outlook. This makes it even less likely that the European Central 

Bank will track the Fed’s move to less accommodative monetary policy, 

weighing on the euro. Austria, badly hit by surging COVID infections, went 

into a three-week lockdown last week as schools and non-essential shops 

were closed. The stronger dollar weighed on the rand, although the local 

currency also lost ground against other major currencies. The expectation of 

less accommodative US monetary policy, and a sustained plunge in the value 

of the Turkish lira amid yet another unorthodox policy interest rate cut last week, dented the sentiment towards emerging 

market assets.  

In commodity markets, the gold price again showed resilience amid the firmer dollar, albeit less so than the previous week. 

In contrast, the platinum price was down sharply on the week. Amid the adverse domestic news flow, the JSE Alsi was again 

in the black, ending the week above the key 70 000 mark.  

 

Weekly Key Indicators  

  Close w-o-w 

R/$ R15.70 3.2% 

R/€ R17.77 2.3% 

R/£ R21.14 3.4% 

$/€ $1.13 -0.9% 

Brent $81.31 -1.0% 

Gold $1 860 0.0% 

Platinum $1 036 -4.8% 

JSE ALSI 70 376 0.4% 

10y gov. bond 9.48 2 bps 

FRA (1x4)* 3.92 -2 bps 

*Forward rate agreement  
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Week ahead: SA business confidence and producer prices  

The key domestic data releases this week are the RMB/BER business confidence index for 2021Q4, as well as the October 

producer price index (PPI). The rate of increase for the PPI for final manufactured goods is expected to accelerate somewhat 

further to 8% y-o-y, up from 7.8% in September.  

 

Domestic: SARB lifts repo rate by 25 basis points; internal trade disappoints in Q3 

The Monetary Policy Committee (MPC) of the SARB kicked off a process of monetary policy normalisation last week. In a close 

decision (the voting was three in favour and two against), the MPC decided to increase the repo rate by 25bps to 3.75%. 

This was in line with the market consensus and our expectation. An important contributor to the decision is the MPC’s view 

that upside risks to inflation are more elevated than before. Clients who missed our more detailed comment on the MPC 

decision and the supporting statement can find it here.  

The latest consumer inflation figure was released on the eve of the MPC meeting. According to Stats SA, headline CPI was 

at 5% y-o-y in October, unchanged from September. This was in line with the consensus and marks the sixth consecutive 

month that inflation is above 4.5% (the midpoint of the SARB’s target). The largest contributor to the annual inflation figure 

was transport, which climbed 10.9% y-o-y, adding 1.5% pts. This was mainly attributable to fuel prices which increased by 

23.1% y-o-y, up from 19.9% y-o-y in September. Core inflation (headline CPI excluding food and non-alcoholic beverages, 

fuel and energy) remained flat at 3.2% y-o-y.  

Finally, retail sales rose by 2.1% y-o-y in September, significantly exceeding expectations of a 0.7% y-o-y increase. Most of 

this improvement was due to an 11.3% y-o-y surge in the sales of textiles, clothing, footwear and leather goods (contributing 

1.6% pts to annual growth). On a monthly basis, seasonally adjusted (s.a) retail sales increased by 5.1%. Unfortunately, this 

was still not enough to undo July’s (upwardly revised) 11.2% m-o-m fall. For the three months to September, seasonally 

adjusted retail sales were down a noteworthy 5.4% compared to 2021Q2. In contrast to retail sales, wholesale trade sales 

decreased by 0.3% y-o-y (-1.3% m-o-m) in September, to register a decline of 2.4% (s.a) in the three months to September. 

Growth in nominal motor trade sales also contracted on a three-monthly basis in September, by 3.0%. In all, despite the 

recovery in retail (and motor trade) sales in September, the domestic trade sector is likely to have weighed significantly on 

GDP growth in 2021Q3. The latest set of data solidifies our view that real GDP suffered a notable contraction in excess of 1% 

q-o-q during 2021Q3.  
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International: US retail sales and industrial production surge in October 

In the US, both retail sales and industrial production surprised on the upside in October. Retail sales (in nominal terms) rose 

by 1.7% m-o-m (the biggest monthly increase since March 2021), following an upwardly revised 0.8% in September. The 

improvement was largely driven by higher prices across some consumer spending categories, in particular autos and gasoline. 

However, even with the exclusion of these categories, retail sales still edged up by a better-than-expected 1.4% m-o-m. On 

an annual basis, retail sales rose by 16.3%.  

Industrial production increased by 1.6% m-o-m in October, following a 1.3% storm-related contraction in September. The 

latest print was above the consensus forecast of 0.7%, registering the largest monthly gain in industrial activity since March. 

The uptick in production was broad-based, led by mining output (4.1% m-o-m), followed by manufacturing and utilities which 

both rose by 1.2%. Overall, the US economy seems to have started 2021Q4 on the front foot. However, supply chain 

bottlenecks will remain the enduring challenge. 

Turning to the UK, retail sales also came out better than expected at 0.8% m-o-m in October, registering the first gain in six 

months. The biggest positive contribution came from non-food stores – those selling clothing, second-hand goods, toys and 

sports equipment. The improvement in retail sales comes as UK consumers face a brutal squeeze after inflation soared to the 

highest level in a decade in October and the UK job retention (furlough) scheme came to an end. The CPI jumped to 4.2% y-

o-y, from 3.2% in September, above the market consensus. The increase can be attributed to supply chain disruptions, labour 

shortages and a surge in energy costs. 
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The week ahead  

Date Event Previous Consensus 

Tuesday (23 Nov) EZ;UK: Flash Composite PMI Output Index (Nov) 54.2;57.8 53.0;57.5  

Tuesday (23 Nov) US: Flash manufacturing PMI (Nov) 58.4 59.1 

Wednesday (24 Nov) DE: Ifo business climate index (Nov) 97.7 96.6 

Wednesday (24 Nov) SA: RMB/BER Business Confidence Index (2021Q4) 43 n/a 

Wednesday (24 Nov) US: Personal Income (Oct) -1.0% m-o-m +0.2% m-o-m 

Wednesday (24 Nov) US: Core PCE price index (Oct) 
0.2% m-o-m 
3.6% y-o-y 

0.4% m-o-m 
4.1% y-o-y 

Wednesday (24 Nov) US: FOMC minutes (Nov) n/a n/a 

Thursday (25 Nov) SA: Producer inflation (Oct) 
0.9% m-o-m;  
7.8% y-o-y 

0.6% m-o-m;  
8.0% y-o-y  
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This publication is confidential and only for the use of the intended recipient. Copyright for this publication is held by Stellenbosch University.  
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